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SUBJECT: CONFRONTATION BETWEEN OIL CONSORTIUM AND
IRAN-OPEC APPEARS IMMINENT

REF: (A) TEHRAN 55651
(B) STATE  209477

I. THERE NUMBER OF INDICATIONS THAT CONSORTIUM MAY MAYBE
HEADED FOR MAJOR CONFRONTATION WITH OPEC GROUP (IRAN-

SAUDI ARABIA, CAIRO) ON QUESTION OF JAN 12 MEETING TO DEAL
WITH OIL PRICE INCREASES.  IN FIRST PLACE, SHAH YESTERDAY

MADE MAJOR SPEECH AT CABINET-PLANORG MEETING (FOR FIRST
TIME SUCH MEETING COVERED BY BOTH TELEVISION AND PRESS)
IN WHICH HE STRESSED (A) IN VIEW MAJOR DECLINE!

IN PURCHASINGPOWER OF STERLING AND DOLLARS OVER PAST FEW
YEARS IRAN AND OTHER OIL PRODUCERS IN RELATIVE TERMS
RECEIVING SUBSTANTIALLY LESS FOR THEIR OIL THAN TEN
TO TWELVE YEARS AGO AND (B) DETERMIATION TO SEE OIL



PRICES FOR GULF OIL RASISED. (REF A GIVES GOOD
SUMMARY AND HARD FLAVOR O F HIS REMARKS.)

2. FURTHERMORE LAST EVENING COURT
CALLED ME TO SAY SHAH WAS "DEEPLY DISTURBED" BY

EFFORTS  OF CONSORTIUM TO POSTPONE JAN 12MEETING.
WHILE SHAH DID NOT WISH ANOTHER
UNPLEASANT CONRONTATIONWITH CONSORTIUM IF IT INSISTED ON POSTPONEMENT
OF JAN IRAN WOULD HAVE NO CHOICE BUT TO
UNILATERALLY DECIDE ON POSTED PRICE INCREASES. SHAH
THEREFORE HOPED USG WOULD URGE US COMPANIES IN
CONSORTIUM TO MEET JAN I2 DEADLINE.

3. I SAID THAT WHILE I  WOULD TRANSMIT SHAH'S REQUEST,
I PERSONALLY FELT IRAN AND OPEC MEMBERS HAD GIVEN

CONSORTIUM VERY LITTLE TIME  TO GET READY FOR SUCH AN
IMPORTANT MEETING. 	 IN FIRST PLACE, ALTHOUGH VENEZUELA
OPEC MEETING HAD TERMINATED DEC I2, REPORT HAD NOT BEEN
MADE PUBLIC UNTIL DEC 28. SO NEITHER OIL CONSORTIUM
COMPANIES NOR THEIR GOVTS HAD, INSOFAR AS I KNEW,

ACCURATE KNOWLEDGE OF VENEZUELA DECISIONS UNTIL NOW.
FURTHERMORE, AS ALAM KNEW, WESTERN WORLD WAS NOW
MIDST NEW YEAR HOLIDAY PERIOD WHEN MANY IMPORTANT

EXECUTIVES, WHOSE VIEWS  AND JUDGMENT WERE NEEDED, WOULD
PROBABLY BE TAKING WELL EARNED VACATION OF ANYWHERE
FROM TWO TO THREE WEEKS.  FINALLY, I COULD TELL HIM
THAT USG DID FEEL THAT TIME FRAME FOR JAN

12 MEETING WASVERY SHORT AND DIFFICULT TO MEET IN VIEW OF WHAT
I HAD SAID TO HIM ABOVE (REF B). ALAM SAID NONETHELESS
SHAH TRUSTED THAT USG WOULD, URGE URGE TO MEET
DEADLINE.

4. VAN REEVEN (CONSORTIUM GENERAL MANAGER)INFORMS 
US THAT FINMIN AMOUZEGAR, WHO REPRESENTED IRAN AT
VENEZUELA OPEC MEETING, STOPPED OVER IN LONDON DEC 22

AND GAVE ADDISTON (CONSORTIUM) COPY OF OPEC VENEZUELA REPORT.
VAN REEVEN ALSO SAID AMOUZEGAR HAS PRESSED HIM HARD TO
URGE CONSORTIUM MEMBERS TO MEET JAN 12 DEADLINE FOR

MEETING. AMOUZEGAR SAID DEADLINE NOT MET OPEC COMMITTEE HEHEADS (IRAQ-SAUDIS-IRAQ) MUST REPORT
TO SECGEN OPEC ANDAS PRACTICAL MATTER THIS WOULD RESULT



IN EKTRAORDINARY EXTRAORDINARY OPEC, RESULTS OF WHICH HE
COULD NOT PREDICT.  VAN REEVEN FEARS UNLESS CONSORTIUM

SENDS SOMEONE TO AT LEAST BEGIN TALKS JAN 12, THERE MAY
BE STRONG AND VERY ADVERSE EMOTIONA L REACTION ON PART
OF GOI WHICH COULD LEAD TO UNFORTUNATE DECISIONS.

ACCORDINGLY,  HE HAD URGED CONSORTIUM TO SEND SENIOR
REPRESENTATIVE TO AT LEAST BEGIN DISCUSSIONS JAN 12
EVEN IF THEY TURN OUT TO BE PROLONGED (WITH NEED FOR
SUSPENSION AT SOME POINT FOR CONSULTATIONS).

5. POSSIBILITY OF BEGINNING TALKS JAN 12
BUT STRINGING(THEM OUT OVER PERIOD OF SOME WEEKS	 WOULD NOT SEEM
TO TAKE INTO ACCOUNT ONE FACTOR--THIS IS SHAH'S PLANS
TO PROCEED TO SWITZERLAND ABOUT JAN 20 FOR HIS ANNUAL
FOUR WEEK MEDICAL CHECK-UP AND VACTION. WE SUSPECT
THAT THESE PLANS MAY BE IN PART RESPONSIBLE FOR ADAMANT
GOI POSITON THAT TALKS MUST BEGIN JAN 12 WITH AGREE-
MENTS REACHED RELATIVELY SOON THEREAFTER.

6. COMMENT: UNTIL WE KNOW CONSORTIUM REACTION TO VAN
REEVEN'S STRONG RECOMMENDATION THAT CONSORTIUM SEND
TEAM HEADED BY SENIOR MEMBER TO AT LEAST BEGIN TALKS
JAN 12, WE ARE NOT IN POSITION TO MAKE ANYRECOMMENDATIONS

AS TO WHAT MIGHT BE  DONE TO

TRY HEAD OFF POSSIBILITY OF HEAD-ON COLLISION BETWEEN CONSORTIUM AND
GULF OP EC GROUP OF IRAN, SAUDI ARABIA AND IRAQ.
HOWEVER, I DO OWE ALAM REPLY TO SHAH'S REQUEST THAT
USG URGE COMPANIES TO MEET JAN 12 DEADLINE AND WOULD

APPRECIATE DEPT'S INSTRUCTIONS.

MACARTHUR
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